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I.

INTRODUCTION

Pursuant to Rule 12.1 of the California Public Utilities Commission’s (“CPUC” or 

“Commission”) Rules of Practice and Procedure, the parties to this settlement (“Settling 

Parties”)1 respectfully request that the Commission approve the SETTLEMENT AGREEMENT 

AMONG PACIFIC GAS AND ELECTRIC COMPANY (U-39 E), SOUTHERN CALIFORNIA EDISON 

COMPANY (U-338 E), SOUTHERN CALIFORNIA GAS COMPANY (U 904 G), SAN DIEGO GAS &

ELECTRIC COMPANY (U-902 M), THE UTILITY REFORM NETWORK, ENERGY PRODUCERS AND

USERS COALITION INDICATED SHIPPERS AND THE OFFICE OF RATEPAYER ADVOCATES

(“Settlement Agreement”) attached as Attachment A to this motion in this consolidated 

proceeding addressing the large energy utility Safety Model Assessment Proceedings (“S-

MAP”).

The Settlement Agreement represents the culmination of several months of settlement 

discussions among the Settling Parties during the period of late 2017 through March 2018.  It 

reflects the Settling Parties’ collective view on how key issues in Phase 2 of this proceeding 

should be resolved.

The Settling Parties move the Commission to find the Settlement Agreement to be in the 

public interest, reasonable in light of the entire record,2 and consistent with the law.  We further 

ask the Commission to promptly adopt a standalone decision approving the Settlement 

Agreement without modification.   

                                              
1  The Settling Parties include the following entities: Pacific Gas and Electric Company (“PG&E”), 

Southern California Edison Company (“SCE”), Southern California Gas Company (“SoCalGas”), San 
Diego Gas & Electric Company (“SDG&E”), the Office of Ratepayer Advocates (“ORA”), The 
Utility Reform Network (“TURN”), the Energy Producers and Users Coalition (“EPUC”), and 
Indicated Shippers.  Pursuant to Rule 1.8(d), respective counsel for the other Settling Parties have 
authorized SCE to file this joint motion. 

2  As discussed in Section III below, as part of this Motion, the Settling Parties request that the 
Commission enter into the record certain documents that have been served on the service list, but not 
yet formally entered into the record. 
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As also discussed later in this motion, the Settling Parties make two additional, related 

requests: (1) the 15 previously served documents listed in Section III of this motion be received 

into the record; and (2) the period for filing comments on the Settlement Agreement be shortened 

to 15 days rather than the 30 days allowed by Rule 12.2.

II.

PROCEDURAL BACKGROUND

In Decision (“D.”) 14-12-025, the Commission incorporated a risk-based decision-

making framework into the large energy utility General Rate Cases (“GRCs”).  In that decision, 

the Commission described the GRC as follows: 

The GRC is the proceeding wherein each of the energy utilities files an application 
requesting the Commission to authorize and adopt a revenue requirement for its 
operations and services.  The revenue requirement adopted by the Commission is to be 
just and reasonable, and each utility ‘shall furnish and maintain such adequate efficient, 
just, and reasonable service, instrumentalities, equipment and facilities … as are 
necessary to promote the safety, health, comfort, and convenience of its patrons, 
employees, and the public.’ (§451.) Since the GRCs are the proceedings in which the 
revenue requirement is developed and adopted for each energy utilities’ operations, this is 
the appropriate place to start to ‘take all reasonable and appropriate actions necessary to 
carry out the safety priority of this paragraph consistent with the principle of just and 
reasonable cost-based rates.’ (§963(b)(3).)

In initiating this rulemaking, the Commission expressed concern that the ‘applicant 
utilities may not explicitly or adequately address safety and reliability issues in their 
GRC filings and Gas Accord applications …,’ and that the most efficient solution 
to address this problem ‘is to place the utility on notice from the very beginning of 
the Notice of Intent (NOI) process as to the appropriate filing requirements.’ (R.13-
11-006 at 6-7.) The Commission also stated that ‘we need to require testimony in 
GRCs detailing the technical state of the utility system, giving a risk assessment of 
its physical and operational system as well as an assessment of its risk tolerance, 
identifying areas of low risk and high risk, providing underlying reasons for the 
assessments, as well as explaining the metrics underlying its analysis.’ (R.13-11-
006 at 7.) The Commission also recognized the ‘need to have the utility’s system 
evaluated in terms of implementation of best practices, industry standards, and the 
associated metrics of security and safety of its electric grid, gas pipelines, and 
facilities.’ (R.13-11-006 at 7.) To achieve these objectives, the Commission stated 
that ‘such an evaluation and decision-making framework’ should be 
“institutionalized as the standard practice by incorporating it into the [Rate Case 
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Plan].’ (R.13-11-006 at 7.)3

To implement these policies, in that same decision the Commission adopted two new 

procedures: the S-MAP and the Risk Assessment Mitigation Phase (“RAMP”).  The purpose of 

the S-MAP is to: (1) allow parties to understand the models the utilities propose to use to 

prioritize programs/projects intended to mitigate risks; and (2) allow the Commission to establish 

standards and requirements for those models.4  The Commission also noted in that decision its 

intent “for each successive S-MAP to become more sophisticated, be able to respond to changing 

circumstances, and be able to build on its predecessor S-MAP to tackle increasingly difficult 

issues.”5  In each utility’s RAMP, the utility will “describe[e] how it plans to assess its risks, and 

to mitigate and minimize such risks.”6  Each utility’s RAMP filing should be consistent with the 

direction provided in the S-MAP.7  The RAMP submission, “as clarified or modified in the 

RAMP proceeding, will then be incorporated into the large energy utility’s GRC filing.”8

Each of the four large California energy utilities filed S-MAP applications on May 1, 

2015, which were consolidated into a single docket, A.15-05-002, et al.9  Following a Prehearing 

Conference on July 27, 2015, a Scoping Memo was issued on September 9, 2015, which 

designated the proceeding quasi-legislative, found that evidentiary hearings would not be 

necessary, and adopted a procedural schedule that called for workshops, written summaries of 

those workshops, and filed comments on those workshop summaries.  The Commission held a 

series of workshops to discuss the utility applications and related issues.  Additionally, at the 

                                              
3  D.14-12-025, pp. 5-6. 
4  See A.15-05-002, et al., SCOPING MEMO AND RULING OF ASSIGNED COMMISSIONER, September 9, 

2015 (“September 9, 2015 Scoping Memo”), p. 3; D.14-12-025, p. 11. 
5  September 9, 2015 Scoping Memo, pp. 3-4; D.14-12-025, p. 23.  
6  D.14-12-025, p. 3. 
7 Id.
8  Id.
9  ADMINISTRATIVE  LAW Judge’s RULING CONSOLIDATING PROCEEDINGS AND PROVIDING NOTICE OF

PREHEARING CONFERENCE AND FIRST WORKSHOP, dated June 19, 2015. 
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January 25, 2016 workshop, TURN, EPUC and Indicated Shippers (collectively, the “Joint 

Intervenors”) proposed an alternative approach to risk and mitigation analysis.10

Ultimately, the Phase 1 S-MAP Interim decision, D.16-08-018, adopted the Joint 

Intervenor “Multi-Attribute Approach (or Utility Equivalent Features)” for risk analysis, and 

directed the utilities to “take steps toward a more uniform approach to risk management in Phase 

Two.”11  The utilities were also directed to “test drive” the Joint Intervenors’ approach as well as 

share results of utility pilots that highlight equivalent features of that approach.12  A second 

Scoping Memo was issued on December 13, 2016, which identified topics the Commission 

wanted to resolve in Phase 2 of the S-MAP (Section IV of this motion includes further discussion 

of the December 13, 2016 Scoping Memo).  The issue at the core of Phase 2 was whether the 

Joint Intervenor Approach or a utility proposed alternative should be adopted as the uniform 

approach for all large utilities to be used in future RAMP and GRC filings.

 The “test drives” of the S-MAP approaches took place throughout 2017.  The test drive 

of the Joint Intervenor Approach included a number of working group meetings as well as 

multiple rounds of data requests aimed at capturing the desired information.  Concurrently, 

PG&E, SCE, SoCalGas, and SDG&E (collectively, the “Joint Utilities”) routinely met separately 

to develop an alternative multi-attribute approach.  Both the Joint Intervenors and the Joint 

Utilities presented the results of the test drives at a Commission workshop held on November 6-

7, 2017.

During the November 2017 workshop, the parties were able to identify a potential path 

toward a compromise that led the parties to pursue discussions aimed at arriving at a mutually 

acceptable approach.  In light of the potential settlement, several parties moved for a 

postponement to file comments on the workshop report and postpone any further workshops in 

                                              
10  Administrative LAW JUDGE’S RULING ENTERING INTERVENOR WHITE PAPER INTO THE RECORD AND 

SEEKING COMMENTS, January 29, 2016, p. 1. 
11  D.16-08-018, p. 2.  The Joint Intervenors are TURN, Energy Producers and Users Coalition, and 

Indicated Shippers. 
12  A.15-05-002, et al., SCOPING MEMO AND RULING OF ASSIGNED COMMISSIONER, December 13, 2016 

(“December 13, 2016 Scoping Memo”), pp. 3-4. 
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order to focus on settlement discussions.13  That motion was granted by the Assigned 

Administrative Law Judge (“ALJ”).14

On December 15, 2017, and January 23, February 27, and March 27, 2018, the Settling 

Parties filed Joint Status Reports informing the Commission of progress in their settlement 

discussions.  Over the period from December 2017 through March 21, 2018, the parties engaged 

in approximately 44 hours of active settlement negotiations, plus numerous exchanges of draft 

documents on various aspects of the settlement.15

The parties’ settlement discussions culminated on March 21, 2018, with an oral 

agreement in principle on the key settlement terms, which was later memorialized in a written 

draft settlement agreement.  On April 13, 2018, pursuant to Rule 12.1(b), the Settling Parties 

noticed a telephonic settlement conference, which was held on April 20, 2018.  The Settling 

Parties now submit this motion for approval of the Settlement Agreement.  

As discussed further in Section V, the Settlement Agreement is reasonable in light of the 

record, consistent with law, and in the public interest.  The Settling Parties request its prompt 

adoption by the Commission. 

                                              
13    See JOINT MOTION FOR EXTENSION OF TIME TO FILE WORKSHOP COMMENTS OF PACIFIC GAS AND 

ELECTRIC COMPANY (U-39-E), SOUTHERN CALIFORNIA EDISON COMPANY (U-338-E), SOUTHERN
CALIFORNIA GAS COMPANY (U-904 G), SAN DIEGO GAS & ELECTRIC COMPANY (U-902 M), THE 
OFFICE OF RATEPAYER ADVOCATES, THE UTILITY REFORM NETWORK, AND ENERGY PRODUCERS
AND USERS COALITION AND INDICATED SHIPPERS, dated November 22, 2017. 

14  E-MAIL RULING Granting MOTION OF MOVING PARTIES FOR EXTENSION OF TIME TO FILE 
WORKSHOP COMMENTS AND ADDRESSING OTHER PROCEDURAL MATTERS, dated November 30, 
2017. 

15  These discussions and exchanges of documents were conducted pursuant to Commission Rule 12.6.  
Parties engaged in approximately 8.5 hours of settlement discussions in December 2017, 8.5 hours in 
January 2018, 17 hours in February 2018, and 10 hours in March 2018 through March 21, when a 
settlement in principle was reached.  Subsequent to reaching a settlement in principle on March 21, 
2018, the Settling Parties continued discussions in March and April to put their settlement into written 
form. 
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III.  

RECORD IN SUPPORT OF SETTLEMENT 

During this proceeding, through workshops, working group meetings, whitepapers, and 

written comments, a robust record has been developed on how the utilities’ risks should be 

modeled and evaluated.  Some of these materials have already been entered into the record 

through ALJ Rulings issued since the utilities’ applications were filed.16  The Settling Parties 

request that the Assigned ALJ supplement the record by also entering the following materials, 

which have been served on all parties to the proceeding, but are not yet part of the record:17

1. Joint whitepaper of PG&E, SoCalGas and SDG&E prepared by consultants Douglas W. 

Hubbard and Dr. Sam L. Savage, “Assessment of Joint Intervenors’ Multi-Attribute 

Approach” (distributed to service list on October 19, 2016).18

                                              
16  See, E-MAIL RULING ENTERING SMAP WORKSHOP #1 MATERIALS INTO THE RECORD, DIRECTING

STAFF TO DEVELOP Workshop SUMMARY AND SEEKING COMMENTS, dated August 18, 2015; E-
MAIL RULING ENTERING S-MAP WORKSHOP #1 SUMMARY INTO THE RECORD, DIRECTING STAFF 
TO DEVELOP WORKSHOP #2 SUMMARY, AND SEEKING COMMENTS, dated October 5, 2015; RULING
OF ASSIGNED ADMINISTRATIVE LAW JUDGE ENTERING S-MAP WORKSHOP #1 AND #2 STAFF 
SUMMARIES INTO THE RECORD, dated November 19, 2015; ADMINISTRATIVE LAW JUDGE’S RULING
ENTERING STAFF WHITE PAPER AND COMBINED UTILITIES REPORT INTO THE RECORD AND
SEEKING COMMENTS, dated December 28, 2015; ADMINISTRATIVE LAW JUDGE’S RULING ENTERING
INTERVENOR WHITE PAPER INTO THE RECORD AND SEEKING COMMENTS, dated January 29, 2016; 
ADMINISTRATIVE LAW JUDGE’S RULING ENTERING STAFF EVALUATION REPORT ON RISK
EVALUATION MODELS AND RISK-BASED DECISION FRAMEWORKS INTO THE RECORD AND SEEKING
COMMENTS, dated March 22, 2016; ADMINISTRATIVE LAW JUDGE RULING PROVIDING PROCEDURAL 
GUIDANCE, ENTERING PHASE TWO S-MAP WORKSHOP #2 STAFF SUMMARY INTO THE RECORD,
AND SEEKING COMMENTS, dated April 7, 2017; ADMINISTRATIVE LAW JUDGE RULING UPDATING 
SCHEDULE IN RESPONSE TO COMMENTS AND ENTERING PHASE TWO S-MAP WORKSHOP #2 STAFF 
SUMMARY INTO THE RECORD, dated October 5, 2017; ADMINISTRATIVE LAW JUDGE’S RULING
ENTERING PHASE TWO SMAP METRICS STAFF PROPOSAL INTO THE RECORD, AND SEEKING
COMMENTS, dated November 30, 2017. 

17  Concurrent with this motion, the Settling Parties are also filing a joint Notice of Availability of the 
documents for which we are requesting receipt into the record. 

18  The Settling Parties also include a list of documents to be added to the record in this proceeding in 
Appendix B of the Settlement Agreement.  The list of documents in that appendix is the same, except 
that it does not include the first entry on the list contained in this motion (“Joint whitepaper of PG&E, 
SoCalGas and SDG&E prepared by consultants Douglas W. Hubbard and Dr. Sam L. Savage, 
‘Assessment of Joint Intervenors’ Multi-Attribute Approach’”).  However, the Settling Parties agree 
that this first entry should also be included in the record.   
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2. Joint Intervenor Slide Presentation at October 21, 2016 Workshop #1 in Phase 2, 

“Applying the Joint Intervenor Approach to Utility Risk Management” and 

accompanying paper by Joint Intervenor consultants Drs. Feinstein and Lesser, “Joint 

Intervenor Multi-Attribute Model: Defining and Evaluating the “Test-Drive”” (both 

documents distributed to service list on October 20, 2016). 

3. Joint Intervenor Slide Presentation at December 6, 2016 Test Drive Working Group 

Session, “Applying the Joint Intervenor Approach to Utility Risk Management:  

Constructing a Multi-Attribute Value Function” (distributed to service list on December 

6, 2016). 

4. Joint Intervenor Slide Presentation at January 31, 2017 Test Drive Working Group 

Session, “Applying the Joint Intervenor Approach to Utility Risk Management:  Optimal 

Risk Reduction Methodology” (distributed to service list on January 30, 2017). 

5. Joint Utilities Slide Presentation at February 15, 2017 Workshop #2 in Phase 2, “Joint 

Utilities Uniform & Probabilistic Risk Assessment Methodology” (distributed to service 

list on February 13, 2017). 

6. Report of Joint Intervenor Test Drive Step 1 Results, “Specifying the Multi-Attribute 

Value Function,” by Drs. Feinstein and Lesser (distributed to service list on February 17, 

2017).

7. Updated Summary Report on the Joint Utilities’ Approach Safety Attribute Test Drive 

Results (distributed to service list on September 8, 2017). 

8. Joint Intervenor Test Drive Report (distributed to service list on October 13, 2017). 

9. Joint Intervenor Test Drive:  Detailed Report on SCE Overhead Conductor Test Drive 

Problem (distributed to service list on October 13, 2017). 

10. Joint Intervenor Test Drive:  Detailed Report on Sempra Pipeline Test Drive Problem 

 (distributed to service list on October 13, 2017). 

11. Joint Intervenor Test Drive:  Detailed Report on San Diego Gas & Electric Workplace 

Violence Test Drive Problem (distributed to service list on October 13, 2017). 

12. Joint Intervenor Test Drive:  Detailed Report on PG&E Workforce Adequacy Test Drive 
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Problem (distributed to service list on October 13, 2017). 

13. Joint Intervenor Test Drive:  Detailed Report on PG&E Pipeline Test Drive Problem 

(distributed to service list on October 13, 2017). 

14. Joint Intervenor Test Drive Results Slide Presentation for November 6-7, 2017 Workshop 

in Phase 2 (distributed to service list on November 2, 2017). 

15. Joint Utilities Approach to Risk Assessment, Slide Presentation for November 6-7, 2017 

Workshop in Phase 2 (distributed to service list on November 2, 2017). 

The Settling Parties respectfully request that the Commission’s decision regarding this 

settlement include an ordering paragraph entering the above-listed documents into the record. 

IV.

SUMMARY OF SETTLEMENT AGREEMENT 

As discussed in Section II, the S-MAP is intended to: (1) allow parties to understand the 

models the utilities propose to use to prioritize programs/projects intended to mitigate risks; and 

(2) allow the Commission to establish standards and requirements for those models.  Phase I of 

this S-MAP identified the elements that would be required for such models, and Phase 2 has 

explored in greater detail potential models that could achieve the requirements outlined in D.16-

08-018.  Both the utilities and the Joint Intervenors presented their preferred means of fulfilling 

the requirements identified by the Commission, but the two methodologies reflect significant 

differences.  The Settlement Agreement reflects a compromise of the two methodologies. 

A. Summary of Competing Methodologies and Their Key Differences 

In broad summary, the Joint Intervenor Approach (“JIA”) relies on a five-step process 

that, for each risk to be assessed, enables determination of pre- and post-mitigation risk for each 

mitigation under consideration.  The five steps are:   

Step 1: Develop a Multi-Attribute Value Function (“MAVF”), adhering to a specified set 

of principles, to be used for assessing Consequences of Failure (“CoF”) for all risks; 

Step 2: Develop the condition-dependent hazard rates in order to determine Likelihood of 

Failure (“LOF”) for each asset group or system type;  
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Step 3: Develop probability distributions for the CoF for each asset group or system type; 

Step 4: Identify risk mitigation alternatives and the impact of each mitigation alternative 

identified on either the LoF, CoF, or both; and 

Step 5: Analysis and ranking of risk mitigation alternatives. 

The JIA uses a bottom-up analysis to evaluate risk and risk mitigation alternatives.  As a 

result, the JIA allows ranking of mitigations targeted to particular groups of assets or particular 

systems that have common characteristics.  The goal of this targeted approach is to provide the 

Commission and the parties the kind of information that is needed to direct limited utility 

resources and ratepayer dollars to the mitigations and groups of assets that can produce the most 

risk reduction benefit.  The JIA is a flexible methodology that can accommodate numerous types 

of problems that need to be confronted in assessment of risk and risk mitigation.  Through the 

dynamic analysis, the JIA identifies optimal risk management strategies for assets and systems 

whose conditions change over time. 

In broad summary, the Joint Utilities Approach (“JUA”) is a comprehensive risk 

management framework that identifies and assesses risks, analyzes the effectiveness and 

efficiency of ways to reduce risks, and incorporates quantitative risk assessments into decision 

making.  The JUA was developed to address several criteria that resulted from an analysis of 

CPUC decisions and materials including being risk focused, safety focused, probabilistic, simple, 

clear, and transparent, along with cost-effective and accurate.  The JUA is a flexible 

methodology that can be adapted to different levels of sophistication and can be implemented 

with minimal delay.  The JUA was meant to identify the top risks to the company for inclusion in 

RAMP and analyze the risk reduction provided by mitigations in a multi-attribute context.  

Some of the key differences between the two methodologies relate to the following 

issues:
How the MAVF is constructed, including how attribute weights are determined; 

The level of granularity of the analysis of assets and systems for purposes of 
determining LoF and CoF; 

The methodology for calculating Risk Spend Efficiency (“RSE”);  
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How prescriptive the adopted methodology should be;   

Whether CoF should be measured solely by the expected value of the distribution 
of potential consequences, or whether alternative measures, such as tail value, 
may be used; 

The scope of risks to which the methodology is applied, i.e., should all risks or a 
subset of risks be reviewed under the methodology; and 

The methodology for taking into account changes in asset condition over time. 

B. Summary of Terms of Settlement 

The Settlement Agreement appended to this motion represents a compromise of the two 

competing methodologies resulting from the extensive negotiations among the parties, as 

discussed above.19  The centerpiece of the Agreement is Appendix A of the Settlement 

Agreement, which sets forth the agreement of the Settling Parties regarding the minimum 

required elements to be used by the large utilities for risk and mitigation analysis in the RAMP 

and GRC.20  Appendix A has seven sections.

The first section provides definitions for the key terms used in Appendix A and a 

summary.  The definitions were carefully negotiated and are integral to the compromise reflected 

in the Settlement Agreement.  The parties agreed to use the terms Likelihood of Risk Event 

(LoRE) and Consequences of Risk Event (CoRE) to replace the terms LoF and CoF. 

The next section, Step 1A, identifies the first of several steps the large utilities will follow 

for risk and mitigation analysis.  Step 1A, Rows 1 through 7 in Appendix A, identifies the 

principles each utility will use to build its MAVF, a fundamental building block for the risk and 

mitigation analysis agreed to by the parties. 

                                              
19  This section provides only a condensed summary of the provisions of the Settlement Agreement.  The 

Settling Parties do not intend this summary to in any way replace or modify any of the provisions of 
the Settlement Agreement and emphasize that no inferences or interpretations should be made based 
on whether or not a particular provision is summarized in this motion.  

20  Section I.A of the Settlement Agreement incorporates Appendix A into the Settlement Agreement by 
reference.
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The next section, Step 1B, consisting of Row 8, specifies the utilities’ Enterprise Risk 

Registers (“ERR”) as the starting point for identifying the risks that will be addressed in each 

utility’s RAMP. 

The next section, Step 2A, consisting of Rows 9 through 11, sets forth requirements the 

utilities will follow for ranking ERR risks for purposes of determining which risks will be 

addressed in RAMP.  For purposes of this analysis, Rows 10 and 11 specify requirements for 

identifying potential consequences and the frequency of risk events.  Based on the analysis 

adhering to the requirements of Rows 10 and 11, each utility will compute a Safety Risk Score 

using the Safety Attribute of its MAVF.  In addition, for the risks with the top 40% Safety Risk 

Score, the utility will also compute a Multi-Attribute Risk Score using at least the Safety, 

Reliability and Financial Attributes of its MAVF.  These outputs will then be used in the next 

step to determine which risks will be addressed in RAMP. 

The next section, Step 2B, consisting of Row 12, sets forth the process each utility will 

follow for determining the risks to be addressed in RAMP.  Using the output from Step 2A, the 

utility begins by making a preliminary selection of risks to address in RAMP, which the utility 

will share, along with the output of Step 2A, with interested parties, including the Commission’s 

Safety and Enforcement Division (“SED”) and other interested Commission staff.  The utility 

will then host a publicly noticed workshop to allow Commission staff and interested parties to 

provide input to the utilities regarding the appropriate risks to address in RAMP.  Based on that 

input, the utility will make its final determination of the risks to address in RAMP and will 

provide in its RAMP submission its rationale for taking or disregarding input received during the 

workshop.

The next section, Step 3, consisting of Rows 13 through 25, sets forth the requirements 

the utilities will follow for assessing mitigations for each of the RAMP risks.  In broad summary, 

Step 3 requires a detailed pre- and post-mitigation analysis to determine the risk reduction from 

the mitigation.  As specified in Row 14, in order to provide a granular view of how mitigations 

will reduce risk, this analysis will be broken down by “Tranches,” defined as subgroups of assets 
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or systems with like characteristics, i.e., the same LoRE and CoRE.  The pre- and post- 

mitigation risk scores are calculated as the product of CoRE and LoRE for each Tranche subject 

to the identified Risk Event.  To calculate pre- and post-mitigation CoRE, utilities will use 

expected value.  A utility may also choose to supplement the expected value calculations with an 

alternative computation, such as tail value, provided that parties to the RAMP or GRC reserve 

the right to challenge such alternative calculations.  For each of the mitigations, the utility will 

calculate an RSE, which will use present values for the numerator and denominator and which 

should be based on the full set of risk reduction benefits from the incurred costs. 

The next section, consisting of Rows 26 through 33, sets forth various “Global Items.” 

Row 26 provides that the utility’s RAMP will provide a ranking of RAMP mitigations by 

RSE and sets forth requirements for updating such ranking in the GRC.  In the RAMP and GRC, 

the utility will clearly and transparently explain its rationale for selecting mitigations for each 

risk and for its selection of its overall portfolio of mitigations, and is not bound to select its 

mitigation strategy based solely on RSE ranking. 

Row 27, labeled Dynamic Analysis, provides that if LoRE or CoRE is expected to change 

substantially over time, such changes should be specified and incorporated into the calculation of 

pre- and post-mitigation risk scores and RSE. 

Row 28 sets forth the conditions under which the utility will engage in a supplemental 

Step 3 Mitigation Analysis for certain programs proposed in the utility’s GRC to mitigate safety 

or reliability risks not otherwise addressed in the utility’s RAMP submission. 

Row 29 sets forth requirements to ensure transparency and analytic rigor of the inputs 

and computations used by the utilities.  When SME judgment is used, the process that the SMEs 

undertook to provide their judgment will be described. 

Row 30 requires utilities to identify critical parameters and assumptions in the risk 

analysis and to be prepared to complete a sensitivity analysis of results when requested. 
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Row 31 provides that estimates should be based on data whenever practical and 

appropriate, but that SME judgment should be used if the risk assessment methodologies require 

use of data that is not available. 

Row 32 sets forth the Settling Parties’ agreement that the terms of Appendix A will be 

implemented by the utilities within one year of a final CPUC decision regarding the settlement 

agreement and that SoCalGas and SDG&E will implement these provisions in their RAMP to be 

submitted by November 30, 2019, provided that the Commission issues a decision by January 

31, 2019. 

Row 33 states that Appendix A sets forth minimum requirements to be followed by the 

utilities and that the utilities are free to provide additional information they view as necessary to 

justify their GRC request.  Parties reserve the right to challenge the sufficiency of the 

justification for risk-justification projects or programs proposed in the GRC for which the utility 

elects not to conduct a quantitative analysis of risk reduction and RSE. 

In addition to Section I.A, which incorporates Appendix A by reference, the Settlement 

Agreement includes certain other provisions. 

 Section I.B of the Settlement Agreement identifies the Settling Parties’ agreement 

regarding which of the Phase 2 issues listed in Section 3 of the December 13, 2016 Scoping 

Memo, are addressed by the Settlement Agreement. 

Section 3.1 of the December 13, 2016 Scoping Memo posed the question: “Should the 

[Joint Intervenor Approach] be adopted as a uniform approach?”  The Settling Parties intend the 

Settlement Agreement to be a complete resolution of that issue. 

Section 3.2 of the December 13, 2016 Scoping Memo posed the question: “Should any of 

the Utilities’ Alternative Approaches be adopted as a Uniform Approach?”  The Settling Parties 

intend the Settlement Agreement to be a complete resolution of that issue. 

Section 3.3 of the December 13, 2016 Scoping Memo posed the question: “How should 

other issues presented in the Interim Decision be addressed?”  The Settling Parties agree that the 
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Settlement Agreement addresses the following headings (and only these headings) in that section 

of the Phase 2 December 13, 2016 Scoping Memo: 

Ongoing RAMP Evaluation 

Lexicon,

Benchmarking/Identify Industry-Wide Practices, and  

Interim and Long-Term Action Plan.   

With respect to these issues, the Settlement Agreement states that the Commission should 

deem the Settlement Agreement as sufficiently addressing these issues for purposes of this S-

MAP.  However, the Settling Parties do not claim that the Settlement Agreement precludes 

further record development through comments by the parties and further action by the 

Commission if the Commission so desires. 

Section I.C sets forth the Settling Parties’ agreement regarding the documents that, at a 

minimum, should be considered to constitute the record in support of the Settlement Agreement, 

including as discussed in Section III above, the documents that should be entered into the record 

as part of a decision on this Settlement Agreement. 

Section I.D. restates the Settling Parties’ agreement regarding the implementation 

timeline set forth in Row 32 of Appendix A, which, as summarized above, includes the provision 

that SoCalGas and SDG&E will implement the provisions of Appendix A in their RAMP filing 

to be submitted by November 30, 2019, provided that the Commission issues a decision by 

January 31, 2019.  Mindful of this timeline, Section I.D states the Settling Parties’ view that 

adoption of the Settlement Agreement, while not resolving all issues in Phase 2, would resolve 

the central, resource-intensive issues in Phase 2.  Accordingly, the Settling Parties recommend 

that the Commission issue a standalone decision on just this Settlement Agreement and that such 

decision should be issued without undue delay and prior to any other decision addressing Phase 2 

issues. 

Section I.E addresses certain future matters.  It states that the Settling Parties agree that 

the requirements set forth in Row 28 of Appendix A should apply unless modified by a future 
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Commission decision, and that the Settling Parties recommend that, in a future SMAP or other 

appropriate proceeding, there should be a formal review process of lessons learned to determine 

appropriate changes and refinements to the agreed upon terms in Row 28.   

In addition, Section I.E states the Joint Intervenors’ recommendation that the next S-

MAP proceeding include the following two issues related to the process set forth in Steps 1B, 2A 

and 2B of Appendix A for determining the risks to be addressed in RAMP: (1) consistently using 

the concept of Risk Events, as defined in Appendix A, to define the identified risks, as opposed 

to the utilities’ Enterprise Risk Registers, and (2) using the Step 3 methodology (Rows 13-25 of 

Appendix A) for identification and ranking of pre-mitigation Risk Events. In Section I.E the 

Joint Utilities reserve the right to challenge the inclusion of any of these issues in the next S-

MAP.

V.

THE SETTLEMENT AGREEMENT IS REASONABLE IN LIGHT OF THE WHOLE 

RECORD, CONSISTENT WITH LAW, AND IN THE PUBLIC INTEREST  

Rule 12.1(d) provides that, before approving a settlement, the Commission must 

determine that the settlement is reasonable in light of the whole record, consistent with the law, 

and in the public interest.  As articulated further below, the Commission should find that the 

Settlement Agreement satisfies each requirement and therefore should approve and adopt the 

Settlement Agreement.   

A. The Settlement is Reasonable in Light of the Whole Record 

One of the three Rule 12.1(d) criteria for approval of a settlement is that it be reasonable 

in light of the whole record.

The Commission recently summarized its considerations under this criterion in the 

context of a proposed settlement of a telecommunications application for a Certificate of Public 

Convenience and Necessity: 

This proceeding includes a full record of filed documents, including but not limited to the 
Joint Motion and Settlement. The Settlement was reached after careful analysis of the 
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issues by each party involved, all of whom are knowledgeable and experienced regarding 
telecommunications regulatory requirements. The Settlement includes detailed 
instructions regarding implementation of its terms.21

The Settlement Agreement shares these characteristics.  As summarized in Section II, a 

substantial record has been developed since the utilities’ applications were filed in May 2015.

With the inclusion of the documents identified in Section III above, that record will be further 

developed.  The Settling Parties participated in several Commission-sponsored workshops and 

served an extensive set of analyses of their respective approaches to risk modeling, including 

detailed test drives of specific risks.  They also engaged in 44 hours of settlement discussions 

during the period December 2017 – March 2018.

The Commission has found a settlement to be reasonable in light of the record when 

parties have made substantial concessions.22  The record includes detailed descriptions and 

justifications for both the Joint Utilities’ and the Joint Intervenors’ original proposals.  The 

parties have described the justifications for their approach, any resource requirements or 

limitations and the potential outputs of their methodology.  The settlement reflects significant 

differences between the initial approaches proposed by the utilities and the intervenors to 

modeling risk.  During the settlement negotiations, the Settling Parties needed to make material 

concessions from their initial positions to achieve the negotiated result in the Settlement 

Agreement.   

The Settlement Agreement represents the collective best efforts of the Settling Parties, 

which include ratepayer advocates and electric and gas utilities.  Consistent with Rule 12.1, the 

parties to the Settlement agree that the Settlement Agreement results in “a mutually agreeable 

outcome to the proceeding.”  The Commission should find the Settlement Agreement reasonable 

in light of the record.

                                              
21 Re SP Licenses, Inc., D.17-03-005, (mimeo) pp. 5-6.  See also, Re Sierra Pacific Power, D.06-08-024, 

(mimeo), p. 8: “Prior to the settlement, parties conducted extensive discovery, and served detailed 
testimony on the issues related to revenue requirement, marginal costs, revenue allocation and rate 
design.”  See also, Re Pacific Gas and Electric Co. Re Pacific Gas and Electric Co. (1991) 40 
C.P.U.C.2d 301, 326.   

22  D.06-08-024, p. 8 (August 24, 2006). 
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B. The Settlement Agreement is Consistent with the Law 

The Commission has held that a settlement meets the “consistent with the law” criterion 

if it does not contravene a statute or a prior Commission decision.23  The Settlement Agreement’s 

terms are consistent with the California Public Utilities Code, prior Commission decisions, and 

other applicable laws.

Moreover, the Settlement Agreement is directly responsive to the mandates of Senate Bill 

705, now codified in Public Utilities Code Sections 961 and 963, as discussed in the December 

16, 2016 Scoping Memo: 

In response to the Risk OIR, and as a result of Senate Bill (SB) 705, and its 
emphasis on making natural gas safety a top priority of this Commission, the 
existing [Rate Case Plan] was modified in Decision (D.) 14-12-025 to incorporate 
a risk-based decision-making framework into the [General Rate Cases] for the 
large energy utilities. Such a framework and associated parameters assists the 
utilities, interested parties, and the Commission in evaluating how energy utilities 
assess their safety risks, and to manage, mitigate, and minimize such risks.24

The Settlement Agreement adopts “a framework and associated parameters” that prescribe 

detailed minimum requirements for the utilities’ risk and mitigation analysis.  Further, the 

Settlement Agreement enables improved prioritization of safety risks and mitigations in the 

RAMP and GRC. 

The Settlement Agreement is fully consistent with the statutory mandates of SB 705 and 

does not contravene any other statute or prior Commission decision.  The Commission should 

find the Settlement Agreement satisfies the consistent with law criterion.

C. The Settlement Agreement Is in the Public Interest  

Finally, the Commission should find that the Settlement Agreement satisfies the “public 

interest” criterion for approval of settlements.  The Commission has recognized: “There is a 

strong public policy favoring the settlement of disputes to avoid costly and protracted 

                                              
23  D.17-03-005, p, 6 (March 2, 2017). 
24  December 13, 2016 Scoping MEMO AND RULING OF ASSIGNED COMMISSIONER, pp. 2-3. 
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litigation.”25  The Settlement Agreement is a reasonable approach to assessing the relationship 

between utility investments, which are ultimately paid for by ratepayers, and reduction in utility 

safety and reliability risk.  Resolving these complex issues through the Settlement Agreement 

avoids costly and protracted litigation.  The Settlement Agreement should be found to meet the 

public interest criterion. 

The Commission has also recognized that it must be cautious about substituting its 

judgment for that of parties to a settlement: 

We have acknowledged in prior decisions the strong public policy in California 
favoring settlements and the propriety of settlement in utility matters.  If our goal 
truly is to encourage settlements or stipulations, then we must resist the 
temptation to alter the results of a good faith negotiation process unless the public 
will be harmed by the agreement.  Otherwise, parties will legitimately grow wary 
of our settlement process if we alter settlements as a matter of course. Substituting 
our judgment for that of the parties is only appropriate if the public interest is in 
jeopardy.26

Nothing in the Settlement Agreement would jeopardize the public interest.  The Settling 

Parties negotiated in good faith over an extended period of time, during which they applied their 

expertise and collective judgment to a fulsome record.  The Commission should find the 

Settlement Agreement to be in the public interest. 

Further, the Settlement Agreement is in the public interest as it achieves many of the 

Commission’s objectives as stated in prior decisions (i.e., D.14-12-025 and D.16-06-018) and the 

December 13, 2016 Scoping Memo (see Section IV.B of this motion).  Findings of Fact (“FOF”) 

20 of D.14-12-025 articulates that “a goal of the S-MAP proceedings is to determine whether 

uniform and common standards can be developed for assessing, managing, mitigating, and 

minimizing the risks inherent in each energy utility’s operations and services.”  Similarly, 

Conclusions of Law (“COL”) 17 of D.16-08-018 states: “The utilities should take steps toward a 

                                              
25 Re Pacific Gas and Electric Co., D.88-12-083, 1988 Cal. PUC LEXIS 886, 30 CPUC2d 189, 99 

P.U.R. 4th 141, citing, Datatronic Systems Corp. v. Speron, Inc. (14986) 176 Cal. App. 3d 1168, 
1173-74.  

26 Re Pacific Gas and Electric Co., D.91-05-029, 1991 Cal. PUC LEXIS 254, *64-65, 40 CPUC2d 301, 
123 P.U.R.4th 456, citing Re Pacific Gas and Electric Co., D.88-12-083, 30 CPUC 2d 189, 221-223. 
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more uniform approach towards calculation of risk reduction in the second phase of this 

proceeding.”  The Settlement Agreement puts forth such “uniform and common standards” by 

which the large utilities will evaluate and model risks and perform mitigation analysis, including 

the calculation of risk reduction, as the basis for future RAMP and GRC filings.  The benefits to 

adopting a common risk framework include “ultimately streamlin[ing] proceedings, and 

minimiz[ing] the amount of resources and time devoted to understanding the intricacies of 

various models.”27  The Commission has also expressed its desire for further quantification and 

sophistication in the utilities’ risk practices, stating “[w]ith every successive S-MAP, risk 

management approaches will become more sophisticated”28 and “[t]he Commission should 

consider a shift from logarithmic to linear scales in addressing consequence of failure.”29  The 

Settlement Agreement’s risk management approach is significantly more sophisticated than the 

utilities’ current approaches as it is more quantitative, data driven, and incorporates greater 

mathematical rigor into the methodology.  For example, as described above in Section IV.B of 

the Settlement Agreement, the Settling Parties have agreed to perform detailed pre- and post-

mitigation analysis using LoRE and CoRE.  And, consistent with the Commission’s desires, the 

quantitative calculations agreed to in the settlement do not include logarithmic scales.  

The Commission has also expressed its intent that the improved risk-based decision-

making framework “will result in additional transparency and participation on how the safety 

risks for energy utilities are prioritized by the Commission and energy utilities.”30  The 

Settlement Agreement includes requirements that enhance transparency in calculation of risk 

reduction and RSE and that provide a structured opportunity for participation by stakeholders in 

selecting the risks to be included in the RAMP.

Moreover, the settlement is consistent with the Commission’s conclusion that the utilities 

should “create risk models either at the asset level or structured by event and rolling up into 

                                              
27  D.16-08-018, FOF 19. 
28  D.16-08-018, FOF 41. 
29  D.16-08-018, COL 11. 
30  D.16-08-018, COL 2. 
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higher levels,” an effort that will “contribute to safety objectives over time.”31  The settlement 

achieves this goal through the use of Tranches in the Step 3 Mitigation Analysis which brings a 

granular focus on subgroups of assets with like characteristics, by calculating the LoRE and 

CoRE for each Tranche subject to the identified risk event.   

As noted above, the Commission determined in D.14-12-025 that an improved risk-based 

decision-making framework is in the public interest.  Consistent with that direction, the 

settlement addresses the minimum required analysis and information required to be supplied by 

the utilities.  The utilities are free to provide additional information and justification for any 

proposed spending; Intervenors are still able to challenge any proposed spending and request 

additional information.  In addition, the settlement does not adopt any specific revenue 

requirement or presuppose the propriety of any proposed spending.  The ultimate determination 

of the proper revenue requirement and required safety spending remains with the Commission.  

The methodology agreed to in the settlement also does not preclude other long-term goals of the 

Commission, such as optimization and explicit risk tolerance standards.32

VI.

THE SETTLING PARTIES ARE OPEN TO PARTICIPATING IN A WORKSHOP TO 

ANSWER ANY QUESTIONS FROM THE COMMISSION ABOUT THE SETTLEMENT 

The Settling Parties have presented to the Commission a Settlement Agreement that is 

reasonable in light of the record as a whole, consistent with law, and in the public interest.  The 

Settling Parties also noticed and held a settlement conference during which other parties to this 

proceeding had an opportunity to participate by asking questions about the Settlement 

Agreement.  The Settling Parties also realize that the Commission’s Safety Enforcement 

Division, acting in an advisory, rather than party capacity in this proceeding, did not participate 

in the settlement discussions or settlement conference.  The same is true for the Assigned 

Administrative Law Judges and the Commission’s other decisionmakers.  Because of this, the 

                                              
31  D.16-08-018, COL 15. 
32  D.16-08-018, COL 41. 
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Settling Parties are open to participating in an additional Commission-sponsored workshop 

where they can further elaborate on the Settlement Agreement’s terms and answer any questions 

the SED, Assigned ALJs, or other decisionmakers may have.  If the Commission desires such a 

workshop, the Settling Parties request that it be scheduled promptly to enable the implementation 

of the Settlement Agreement by SoCalGas and SDG&E in their 2019 RAMP submission, as 

discussed in the next section of this motion. 

VII.

THE SETTLING PARTIES RESPECTFULLY REQUEST A PROMPT, STANDALONE 

DECISION ON THE SETTLEMENT IN TIME FOR IMPLEMENTATION IN THE 2019 

RAMP SUBMISSION OF SOCALGAS AND SDG&E 

As noted in Section IV.B above, Section I.D of the Settlement Agreement sets forth the 

Settling Parties’ agreement that SoCalGas and SDG&E will implement the provisions of the 

Settlement Agreement in their RAMP to be submitted by November 30, 2019, provided that the 

Commission issues a final decision adopting the Settlement Agreement by January 31, 2019.  

Mindful of this timeline, the Settling Parties respectfully recommend that the Commission issue 

a standalone decision on just this Settlement Agreement and that such decision should be issued 

without undue delay and prior to any other decision addressing Phase 2 issues. 

VIII.

THE SETTLING PARTIES REQUEST THAT THE RULE 12.2 COMMENT PERIOD BE 

SHORTENED TO 15 DAYS 

Rule 12.2 states that parties may file comments contesting all or part of a settlement 

within 30 days of the date that the motion for adoption of the settlement is served.  On April 23, 

2018, the Settling Parties sent an email to the service list expressing their intent to request a 15-

day comment period, rather than the 30 days allowed under Rule 12.2, and asking parties to 

respond if they objected to this request.  No responses to that email notification have been 

received.  Accordingly, the Settling Parties request that the Assigned ALJs approve a 15-day 

                            24 / 60



22 

comment period.  If this request is granted, comments on the Settlement Agreement would be 

due on May 17, 2018.

IX.

CONCLUSION 

The Settlement Agreement appropriately resolves key outstanding issues in Phase 2 of 

this proceeding.  It is reasonable in light of the record, consistent with the law, and in the public 

interest.  Therefore, the Settling Parties respectfully request that the Commission promptly adopt 

the Settlement Agreement, attached as Attachment A, in a standalone decision that addresses just 

the Settlement Agreement.   
Respectfully submitted, 
FRANK A. MCNULTY 

/s/ Frank A. McNulty 
By: FRANK A. MCNULTY 

Attorney for 
SOUTHERN CALIFORNIA EDISON COMPANY 

2244 Walnut Grove Avenue 
Post Office Box 800 
Rosemead, California  91770 
Telephone:  (626) 302-4199 
Facsimile:  (626) 302-7440 
E-mail: mcnultfa@sce.com 

May 2, 2018 
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